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CHAPTER 22

NATIONAL DEFENSE STOCKPILE TRANSACTION FUND

2201 GENERAL

220101. Purpose To prescribe tipolicies and procedures, certairspecial
accounting requirements, and thasgique subsidianaccounts to the DoD standardngeal
ledger accounts, to be used in accounting and reporting for the Nabeferise Stockpile
Transaction Fund.

220102. Scope. The accounting requiremgmicies andprocedures detailed in
applicable volumes anchapters of this regulation, andfollowing sections angharagraphs are
mandatory in accounting for, amstcomplishingthe information and reporting requirements
applicable tothe NationalDefense Stockpile Transaction Fund. Only accounting requirements
and procedures for transactions particular to this fund are included in this chapter.

220103. Description. The Nation&efense Stockpile Transaction Fund is a
continuing fund dedicated tinancingthe NationalDefense Stockpile operationdVhile it has
some aspects of @evolving fund, it isnot strictly such a fund asesources are receivdigbm
diverse sourcemcluding direct appropriations, transfers froother appropriationgransfers of
physical assets, and disposploceeds. However, disposal proceeds arededicated to or
specifically intended to provide for acquisition of additional stockpile material. Criteria and
directions are in the Nation&lefense Stockpiléct, Executive Orders, and variolegislative
enactments through @amndments othe Stockpile Act or Appropriation Acts. Thend has been
assigned Treasury account symbol, 97X4555.

2202 ACCOUNTING POLICY

220201. Basic Policies andConcepts. Accounting for the Nation&lefense
Stockpile Transaction Fund will be in accordance with accounting standardBefaral
Government accounting as published the General AccountingOffice (GAO), special
requirements of thishapter, the DoD standaggneral, anchny other provisions applicable to
accounting, paying, disbursing, and financial reporting as provided elsewhere in thénanal
Management Regulation.

220202. Responsibilities. Headquarterefense Finance and Accounting Service
(DFAS-HQ) will establish accounting requirements gmdcedures for the Nation&efense
Stockpile Transaction FundAll transactions obligating funds tife NationalDefense Stockpile
Transaction Funaill be initiated bythe Defense National Stockpile Cen{@NSC). Inventory
accounting for the NationdDefense Stockpile Transaction Fund is performedhgy DNSC.
Financialand general ledger accounting tbe NationaDefense Stockpile Transaction Fund
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be performed by the designated DFAS Center, Operating Location, or Accountifignande
Office (currently DFAS-CO/S). External accountingports of theNational Defense Stockpile
Transaction Fund are prepared by the DFARdianapolisCenter, Departmental Accounting
(DFAS-IN/AAR).  Accounting reports and additional supporting supplementthancial
information is provided by DFAS tthe DNSC for preparation of the DepartmentDafense,
“Strategic and Critical Materials Report to the President and Congress.”

2203 ACCOUNTING REQUIREMENTS AND PROCEDURES

220301. General. Accounting systems amecords for theNational Defense
Stockpile Transaction Fund will be based on the DoD standard general ledger chart of accounts.

220302. General Ledger Accounts. Because of somgue transactions used in
National Defense Stockpile material acquisitions and sales, some spEmahtssubsidiary to
several standard general ledgemaryaccounts are used. Whiiormation is required because
of necessityfor separatadentification and inclusion ifinancial statements, it is needed for
combining withother account in theeveralfinancial statements, owisibility is necessary for
preparation of notes to thimancial statementssubsidiaryaccountshavingtwo positions beyond
the four positionprimary accountnumber vill be used. Two position subsidianaccounts are
included in the DoD Standard General Ledger chart of accounts, amgladed in trial balances
submitted forreport preparation.The speciakubsidiary general ledgaccounts prescribed for
certain unique accounting requirements, tbe unique use of a general ledgaccount for
transactions of the NationBlefense Stockpile Transaction Fusetincluded inthe discussion of
each particular accounting area. Descriptions of accounts and transactigesnexedly only
presented at the primary account level.

220303. Inventory Accounting. Thignancial inventory balance othe National
Defense Stockpile is maintained on a laid-in cost basis, and shown in general ledger account 1570,
Stockpile Materials, and as classified in several subsidiaries tadbatint, anavhich transaction
entries are made. Subsidiary accounts used for the National Defense Stockpile inventory are:

1571.01 Stockpile Materials Held in Reserve-Natiddafense Stockpile-Strategic
and Critical Materials

1571.02 Stockpile Materials Held in Reserve-Natiddafense Stockpile-Custodial
Transfer or Pending Survey

1571.03 Stockpile Materials Held in Reserve-Natiddbalense Stockpile-In Process
Government Facility

1571.04 Stockpile Materials Held in Reserve-Natiddalense Stockpile-In Process
Contractor Facility
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1572.01 Stockpile Materials Held for Sale-National Defense Stockpile-Strategic and
Critical Materials

The Master Inventory Recordaintained byhe DNSC supports thealue of inventory as
shown in these accounts. The DNSC and DFASjarely responsiblefor reconciling the
inventory records.

220304. MateriaAcquisition. All intended acquisitions of materiar the National
Defense Stockpilare proposed in th&nnual Materials Plarthat is subject to approval by
Congress and the subsequent authorizatidanofing. Funding authorizatiomay be inthe form
of new appropriations, an authorization to spend fromatrelable balance ahe Transaction
Fund, or from salegroceeds from authorized disposals. Material purcltasgracts are
recorded asbligations againghe currentyear acquisition program ahe date of the contract.
When material is received it recorded in the Master Inventory Record anddbleeral ledger
inventoryaccount, accoungsayable and a decrease in undeliveraters. Any other costssuch
as initial testing, increasethe cost of thematerial for inventory valuation. Each month the
Master Inventory Record must be reconciled to the general ledger inventory account.

220305. Material Upgrade.Also included inthe Annual Material Plan is the
program for upgradingxisting material ofthe National Defense Stockpile. Thisvork is
accomplished bgontracts for thevalue ofthe upgrading services. These amountsohligated
against the curreryiear program. Whematerial is delivered tthe contractor foupgrading it is
transferred on the record®m the stockpilenventory to material ithe hands of acontractor,
account 1571.04. When upgradedterial isreturned, a new unitost isdetermined by adding
the upgradingcosts to theoriginal inventory value. The amount of the upgradingpst and
original cost of thematerialare transferred to the on hand stockpikentoryaccount from the
material in the hands of a contractor account.

220306. MateriaDisposals. Various materials the NationalDefense Stockpile
maybecome obsolete or excess to curstatkpiling needs. The National Defense Stockpile Act
authorizes thelisposal of such material. These materials can be disposed of when included in the
Annual Material Plarand authorized in the budget program for the Transaction Fitaderial
disposalsare accounted for asales andhe original cost value ofthe material removedrom
inventory and recorded as cost of sales.

220307. Exchange Transactions. Materials can also be disposedftéring like
material as payment in kind ather material in exchange as settlement of amoulus for
materialupgraded or acquired. These are accounted fex@sange disposals atige original
cost of thematerial is removed from inventory amdcorded as cost adxchange disposals.
Exchange settlements liquidate an obligation material upgrade and acquisition as would
payment in cash, and acounted for through the budgetary accountsffiect the liquidation of
the original contractual obligation in the accounting records.
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220308. High ValueMaterial. Disposal sales of high vallend marketable
commoditiesare offered on &id auction or negotiated basi®id deposits received ateeld as
advances untiteturned or recorded tsalesproceeds upormlelivery of material to successful
buyers. Bid deposits are held and applied to the final release of material.

2203009. Billing and Collection. All sales and disposaése billed shortly after the
sales agreement is made or ashefscheduled timdor delivery orpickup of thematerial. The
purchaser of thenaterial is allowed a specified number of days in whidhmaterial is to be
picked up aftewhich timestorage charges are assessi&dy suchstorage charges aaglditional
billings to the purchaser. Whematerial is disposed of by exchange settlements, credits earned
for material received and eepted by DNSC are used aaymentfor material shipped.
Additional billings for delayed pickup of materia@re alsoapplicable tothe exchange settlement
disposals. Disposal sale collecticare received by the DNSC, and deposited tacal banking
facility and the SF 1131Collection Voucher, andonfirmed deposit, is sent to th®FAS
Accounting and Financ®ffice (currently DFAS-CO/S) for recording in the accounting records
and financial reporting.

220310. InventonAdjustments. Inventory adjustmergge made whenevehere is
evidence that an adjustment is required. Such instances include pesiagiormeasurement of
countable or measurable material, movement of material, and complete disposal of material from a
storage location.All adjustments are documented and approved before recording in the master
inventoryrecordand general ledger inventoagcount. Depending orthe nature andize of the
adjustment, approval is granted by the head of the DNSC, delegatetbry officials, orboard
of survey.

220311. U.S.Treasury SilverProgram. In previous yearhe U.S. Treasury
provided $180 million of silver for the stockpile. At that time the silver had a cost b&is28f+
per oz. The purchaseost to thestockpile for thesilver was recorded as a custonsvance
against arunfilled customer order. Some dfis silver is beingesold to the U.STreasury for
minting in commemorative coiprograms. Theales price ishe world market price at thene
the coinsare sold by théJ.S. Treasury. Deducted from thessesproceeds is theriginal cost
basis ofthe silver. Atthetime silver isallocated to the coinage program, ter is removed
from the stockpilanventory at its originatostbasis andecorded asonsigned to the Treasury.
General ledgeaccount 1415Advances to Government Agencies and Funds, is taethis
consignment advance. Whéme report ofcoinage consumption is received from the Treasury
with payment athe market price, theonsignment amount is chargeddwost of disposasales.
Total proceeds of thealeare recorded as disposalles, and the amount of tbestbasis of the
silver is charged against the U.S. Treasury advance and customer order amount.

2204 RESEARCH GRANTS

220401. General. Appropriations made intine National Defense Stockpile
Transaction Fund are for the award of grantsinwversities, colleges, and research institutions.
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Included in the appropriatioact is thedesignated recipient dhe grant. The Administrator,
DNSC, is the grant administering official.

220402. Grant Accounting. Grafundsappropriated to the Transaction Fund are
apportioned to DoD/DLA and allotted by DLA-FO to the DNSC. Grant awards are processed by
DNSC andfunds are obligated by the Notice dfinancial AssistancAward and SF 424,
Applicationfor Federal Assistance. Graninds periodically disburseste based on requests by
the grantrecipient and approval the grant administrator. Disburskadsare recorded in the
accounting records as accrued expenditures, @bigation liquidations, inthe budgetary
accounts, and asostsand expenditures against the grant appropriaiteds inthe proprietary
accounts.
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ACCOUNT NO. 1570

STOCKPILE MATERIALS

DESCRIPTION: Summary account. Represents the sum of all subsidiary accounts
in the 1570 series.

DEBIT CREDIT

This account is a summary account

Do not post to this account

NORMAL BALANCE : DEBIT

FIGURE 22-1
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ACCOUNT NO. 1571

STOCKPILE MATERIALS HELD IN RESERVE

DESCRIPTION: The value of strategic and critical materials held due to statutory
requirements or for use in national defense, conservation or national emergencies.

DEBIT CREDIT
1. Value of material received and accepted| 1. Inventory value of material disposed of
from contractors. through sales to the public.
Contra: 2113. Contra: 6500
2. Value of upgraded material received and 2. Inventory value of material disposed of
accepted from contractors through sales to other agencies or units of
Contra: 2113 government.

Contra: 6500
3. Amount additional costs associated with
acquiring or upgrading material, such as 3. Inventory value of material designated for

transportation in and testing. future sale.

Contra: 2113 Contra: 1572

4. Material received by transfer from other | 4. Inventory value of material transferred fof
Federal Agencies. use of other agencies or units of government
Contra: 3220 without reimbursement.

Contra: 6500
5. Upward adjustment of inventory for
physical count increases. 5. Downward adjustment of inventory for
Contra: 7191 physical loss or shrinkage.

Contra: 7291

NORMAL BALANCE : DEBIT

FIGURE 22-2
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ACCOUNT NO. 1572
STOCKPILE MATERIALS HELD FOR SALE

DESCRIPTION: The value of strategic and critical materials held due to statutory
requirements or for use in national defense, conservation, or national emergencies that gre
authorized to be sold.

DEBIT CREDIT
1. Inventory value of material designated for 1. Inventory value of material disposed of
future sale. through sale.
Contra: 1571 Contra: 6500

2. Inventory value of material returned to the
stockpile reserve inventory.
Contra: 1571

NORMAL BALANCE : DEBIT

FIGURE 22-3
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ACCOUNT NO. 1415
ADVANCES TO GOVERNMENT AGENCIES AND FUNDS - CONSIGNED SILVER

DESCRIPTION: Inventory value of silver consigned to the Treasury for use in coinage.

DEBIT CREDIT

1. Inventory value of silver allocated to the | 1. Inventory value of silver reported as
Treasury for a designated coinage program.consumed by the Treasury for coinage.
Contra: 1571 Contra: 6500

NORMAL BALANCE : DEBIT

FIGURE 22-4
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